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C. The Next Bottom Line: Making Sustainable
Development Tangible

Presentation by Robert Day, World Resources Institute

7KH 1H[W %RWWRP /LQH7KH 1H[W %RWWRP /LQH

Making
Sustainable Development

Tangible

5REHUW 'D\

World Resources Institute
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�:RUOG 5HVRXUFHV ,QVWLWXWH

:RUOG 5HVRXUFHV:RUOG 5HVRXUFHV

,QVWLWXWH�:5,�,QVWLWXWH�:5,�

•  WRI: Washington, DC based environmental policy research
organization.

•  WRI’s SPLASH project works directly with companies to
affect private choices and promote sustainable development.

DuPont, Monsanto, Weyerhaeuser, GM, BP, and others.

•  SPLASH is in the process of expanding its partnerships.

•  “The Next Bottom Line:  Making Sustainable
Development Tangible” released at WRI’s Sustainable
Enterprise Summit, Washington DC, October 21-22 ‘98.
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7KH 1H[W %RWWRP /LQH�7KH 1H[W %RWWRP /LQH�

2YHUYLHZ2YHUYLHZ

•  A Business Agenda for Sustainable Development

•  Four Business Drivers

•  Driving Innovation

•  Getting Started
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$ %XVLQHVV $JHQGD IRU 6XVWDLQDEOH$ %XVLQHVV $JHQGD IRU 6XVWDLQDEOH

'HYHORSPHQW'HYHORSPHQW

Every company we work with is wrestling with the concept of “sustainable
development” and trying to make it relevant. In the end, real change will
not occur unless it is profitable.

Winning opportunities for business leadership in sustainable
development:

•  Replacing material with information

•  Valuing ecosystems

•  Connecting with the community

�:RUOG 5HVRXUFHV ,QVWLWXWH

$ %XVLQHVV $JHQGD IRU 6XVWDLQDEOH$ %XVLQHVV $JHQGD IRU 6XVWDLQDEOH

'HYHORSPHQW'HYHORSPHQW

5HSODFLQJ 0DWHULDO ZLWK ,QIRUPDWLRQ�

Although substantial gains have been made in energy and
resource efficiency, the global economy is still very inefficient
at converting material into products and services.

Even in the most modern and efficient industrial economies,
the annual material requirements per person total between
45,000 and 85,000 kilograms -- the weekly equivalent of 300
shopping bags full of stuff.
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�:RUOG 5HVRXUFHV ,QVWLWXWH

$ %XVLQHVV $JHQGD IRU 6XVWDLQDEOH$ %XVLQHVV $JHQGD IRU 6XVWDLQDEOH

'HYHORSPHQW'HYHORSPHQW

5HSODFLQJ 0DWHULDO ZLWK ,QIRUPDWLRQ�

The key to resource productivity lies in making creative use of
knowledge to drive resource use down and the value to a
customer up.

2OG 1HZ

9ROXPH ,QWHQVLW\ .QRZOHGJH ,QWHQVLW\

9ROXPH 2XWSXW 9DOXH SHU 9ROXPH 2XWSXW

&DSLWDO ,QYHVWHG 9DOXH SHU &DSLWDO ,QYHVWHG

0DWHULDO 7KURXJKSXW 0DWHULDO 3HU &XVWRPHU 6HUYHG

9LUJLQ 0DWHULDO DQG (QHUJ\ 5HFRYHUHG 0DWHULDO DQG (QHUJ\

)RFXV RQ 3URGXFW )RFXV RQ )XQFWLRQ
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$ %XVLQHVV $JHQGD IRU 6XVWDLQDEOH$ %XVLQHVV $JHQGD IRU 6XVWDLQDEOH

'HYHORSPHQW'HYHORSPHQW

5HSODFLQJ 0DWHULDO ZLWK ,QIRUPDWLRQ�

Examples:

•  DuPont-Ford UK:  Customer relationship is changed to take
advantage of DuPont’s knowledge of automotive paints.

~8% annual material savings / year
DuPont’s market share grows from 25% to 75%

•  “Electric paper”:   Xerox PARC is developing a bi-stable
display that will store images without needing a power source,
work like newsprint, and be reusable up to a million times.
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$ %XVLQHVV $JHQGD IRU 6XVWDLQDEOH$ %XVLQHVV $JHQGD IRU 6XVWDLQDEOH

'HYHORSPHQW'HYHORSPHQW

9DOXLQJ (FRV\VWHPV�

Virtually none of the services provided to our economy by
ecosystems are valued (ex:  clean water, clean air, climate).

The economic value of ecosystem services was recently
estimated at about $33 trillion per year.*

�:RUOG 5HVRXUFHV ,QVWLWXWH

$ %XVLQHVV $JHQGD IRU 6XVWDLQDEOH$ %XVLQHVV $JHQGD IRU 6XVWDLQDEOH

'HYHORSPHQW'HYHORSPHQW

9DOXLQJ (FRV\VWHPV�

Some opportunities:

•  Offsetting degradation from other operations

ex:  nonpoint pollution trading; Weyerhaeuser

•  Using nature to reduce operational costs

ex:  Ethel M. Chocolates’ “Living Machine”; Wal-Mart

•  Creating new business around restoration

ex:  carbon sequestration; watershed protection
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$ %XVLQHVV $JHQGD IRU 6XVWDLQDEOH$ %XVLQHVV $JHQGD IRU 6XVWDLQDEOH

'HYHORSPHQW'HYHORSPHQW

&RQQHFWLQJ ZLWK WKH &RPPXQLW\�

By engaging their various communities, companies can learn
specific opportunities to enhance both human lives and their
bottom line.

•  Access to basic education for everyone in the world would cost an
estimated $6 billion annually.
•  Universal access to water and sanitation would cost $12 billion annually.
•  Basic health and nutrition for all would cost $13 billion annually.

•  Americans spend $8 billion annually on cosmetics.
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$ %XVLQHVV $JHQGD IRU 6XVWDLQDEOH$ %XVLQHVV $JHQGD IRU 6XVWDLQDEOH

'HYHORSPHQW'HYHORSPHQW

&RQQHFWLQJ ZLWK WKH &RPPXQLW\�

By learning with their communities, companies can reduce
their risk from “hot button” issues and/or open new business
opportunities.

Some examples:
•  Local communities S.C. manufacturing plant
•  Regions and countries AES
•  Employees Herman Miller
•  Investors Baxter International
•  Competitors DuPont Films
•  NGOs WRI -- SCSB
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)RXU %XVLQHVV 'ULYHUV)RXU %XVLQHVV 'ULYHUV

7KH :5, %XVLQHVV 9DOXH 0RGHO

Business Value: Right to
Operate

Cost
Reduction

Customer
loyalty

New Markets

Organizational
Lead:

- Waste
  Treatment
- Compliance

- Pollution
  Prevention
- Yield
  Improvement

- Design for
  Environment
- Service
  Intensity

- Environmental Restoration
- Social Reconstruction
- Step Change
- Business Redefinition

Action:

Public Affairs /
General
Counsel

Manufacturing /
Operations

R&D / Design
Engineering / 
Marketing

Strategic
Planning /
Marketing

��:RUOG 5HVRXUFHV ,QVWLWXWH

)RXU %XVLQHVV 'ULYHUV)RXU %XVLQHVV 'ULYHUV

5LJKW WR 2SHUDWH�

The first and most basic reason to protect the environment
and worker health and safety is to comply with legal
requirements or social pressure.

Businesses with solid reputations also:
•  Recruit the best people
•  Enjoy privileged access to new markets
•  Generate greater trust from governments and civic leaders.
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)RXU %XVLQHVV 'ULYHUV)RXU %XVLQHVV 'ULYHUV

&RVW 5HGXFWLRQ�

•  Avoidance of waste treatment and disposal

•  Raw material reductions

•  Process quality improvements
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)RXU %XVLQHVV 'ULYHUV)RXU %XVLQHVV 'ULYHUV

&RVW 5HGXFWLRQ�

“Eco-efficiency” funds, such as the Scudder-Storebrand Environmental
Value Fund (EVF) invest in best in class companies across global
industries, and early results are encouraging.

EVF's five year backtest (1996)
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��:RUOG 5HVRXUFHV ,QVWLWXWH

)RXU %XVLQHVV 'ULYHUV)RXU %XVLQHVV 'ULYHUV

&XVWRPHU /R\DOW\�

When a business builds environmental benefit into products, it
creates direct value to the customer.

•  The benefit reduces the customer’s environmental burden.

•  The search for the environmental benefit often yields
enhancements to: Product performance

Cost
Quality
Safety
Serviceability

��:RUOG 5HVRXUFHV ,QVWLWXWH

)RXU %XVLQHVV 'ULYHUV)RXU %XVLQHVV 'ULYHUV

&XVWRPHU /R\DOW\�

Successful approaches, in ascending order of difficulty and level
of investment needed:

1.  Service Add-ons DuPont Sulphur
2.  Product Modification Kodak Single-Use Camera
3.  From Product to Offering BP Solar
4.  From Selling to Leasing Xerox ARM
5.  Moving Toward the Customer DuPont-Ford UK
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)RXU %XVLQHVV 'ULYHUV)RXU %XVLQHVV 'ULYHUV

1HZ 0DUNHWV�

What will be “the next big thing?”

•  Sustainable Development can be used as a framework
through which to identify “market discontinuities” -- conflicts
between major trends.

•  Companies can use this knowledge to develop new markets
for entirely different streams of technologies and services that
substitute knowledge for material, restore ecosystems, and
connect people.
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��:RUOG 5HVRXUFHV ,QVWLWXWH

*HWWLQJ 6WDUWHG*HWWLQJ 6WDUWHG

6L[ .H\ 2UJDQL]DWLRQDO 6XFFHVV )DFWRUV

•  Leadership
•  External Engagement
•  Measures
•  Strategic Intent
•  Shortening the Value Chain
•  Adaptive Culture
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��:RUOG 5HVRXUFHV ,QVWLWXWH

*HWWLQJ 6WDUWHG*HWWLQJ 6WDUWHG

/HDGHUVKLS� &RPPLWPHQW $FURVV WKH &RPSDQ\

Building a business commitment to sustainable development
requires

• new technology, products and services;
• changes in value and behavior; and
• new relationships with customers and suppliers.

Such a commitment must involve leadership at all levels and in
all functions for meaningful change to occur.

• 0RVW LPSRUWDQW DUH� HQYLURQPHQW� KHDOWK DQG VDIHW\ VWDII
PDUNHWLQJ
&(2 DQG &)2
RSHUDWLRQV
EXVLQHVV XQLW PDQDJHUV

��:RUOG 5HVRXUFHV ,QVWLWXWH

*HWWLQJ 6WDUWHG*HWWLQJ 6WDUWHG

([WHUQDO (QJDJHPHQW�
/HDUQLQJ IURP 'LIIHUHQW 3HUVSHFWLYHV

Companies that aspire to sustainable development recognize
that they cannot answer many essential questions without the
help of outsiders.

7HPSODWH IRU JHWWLQJ FRQQHFWHG�

� 'HYHORS WKH EXVLQHVV FDVH IRU SXUSRVHIXO FRQQHFWLRQV�
� ,QYHQWRU\ DQG HYDOXDWH H[LVWLQJ DVVRFLDWLRQV DQG SDUWQHUVKLSV�
� ,GHQWLI\ LPSRUWDQW JDSV� YXOQHUDELOLWLHV� DQG RSSRUWXQLWLHV�
� (YDOXDWH SRWHQWLDO SDUWQHUV� DVVRFLDWLRQV� DQG PHPEHUVKLSV�

� (VWDEOLVK D VPDOO QXPEHU RI DVVRFLDWLRQV RU SDUWQHUVKLSV�
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��:RUOG 5HVRXUFHV ,QVWLWXWH

*HWWLQJ 6WDUWHG*HWWLQJ 6WDUWHG

0HDVXUHV� 0DNLQJ %HWWHU ,QIRUPHG 'HFLVLRQV

Measures are critical to monitor environmental and social
progress, to engage senior management, and for reporting.

)RXU .H\ &DWHJRULHV RI (QYLURQPHQWDO 3HUIRUPDQFH
0HDVXUHPHQW�

� 0DWHULDOV 8VH
� (QHUJ\ &RQVXPSWLRQ
� 1RQSURGXFW 2XWSXW
� 3ROOXWDQW 5HOHDVHV
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��:RUOG 5HVRXUFHV ,QVWLWXWH

*HWWLQJ 6WDUWHG*HWWLQJ 6WDUWHG

6WUDWHJLF ,QWHQW� )URP 6WHZDUGVKLS WR 6WUDWHJ\

Segregated environmental programs cannot fundamentally alter the
environmental or social footprint of a company.  Environmental
performance must become a key part of strategic planning.
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��:RUOG 5HVRXUFHV ,QVWLWXWH

*HWWLQJ 6WDUWHG*HWWLQJ 6WDUWHG

6WUDWHJLF ,QWHQW� 7KUHH 6FKRROV RI 0DQDJHPHQW

´+DUDQJXHµ ´7RROVµ ´,QWHJUDWLRQµ
Exhortation, lots of Introduction of specific Serious review of all
talk about “environment” tools (eg: LCA, DfE) elements of the
and”sustainability.” organization

“Everybody’s doing it,” Customers insist, or Systematic efforts to
or “We’re already o.k.” competitors loom improve earnings

Unchanged Lower-level management Shared responsibility

None Incremental changes Dramatic changes

“The flavor of the month” “Nice idea, too bad upper “At last, we’ve got a
management is not serious chance to do it right.”
about it.”

&KDUDFW�
HULVWLFV

5DWLRQDOH

5HVSRQVL�
ELOLW\

6WUXFWXUDO
&KDQJHV

5HDFWLRQ

��:RUOG 5HVRXUFHV ,QVWLWXWH

*HWWLQJ 6WDUWHG*HWWLQJ 6WDUWHG

6KRUWHQLQJ WKH 9DOXH &KDLQ�
(IILFLHQF\ DQG 5HYHQXH *URZWK

A value chain is most efficient when there are few transactions
between producers and their final customers.

� 6KRUWHQLQJ WKH YDOXH FKDLQ FDQ KHOS FDSWXUH WKH FXVWRPHU LQWHUIDFH�

� &RPSDQLHV FDQ XVH LQIRUPDWLRQ DERXW FXVWRPHU QHHGV WR GHVLJQ
JUHDWHU HIILFLHQF\ LQWR WKH V\VWHP DQG FDSWXUH VDYLQJV�
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*HWWLQJ 6WDUWHG*HWWLQJ 6WDUWHG

$GDSWLYH &XOWXUH�
$OORZLQJ 3HRSOH WR *LYH 7KHLU %HVW

 Systems thinking, shared visions and team learning spur innovation

/HVVRQV IURP WKH $GDSWLYH &XOWXUH PRYHPHQW�

�� :RUN WKDW LV FKDOOHQJLQJ DQG FRPSOH[ LQVSLUHV HPSOR\HHV
WR PDLQWDLQ HQWKXVLDVP DQG SURGXFWLYLW\�
�� )UDPLQJ FKDOOHQJHV DV RXWFRPHV� QRW WDVNV� DOORZV
HPSOR\HHV WR EH PRUH JRDO�RULHQWHG DQG GULYHQ�
�� 7KH YDOXHV�GULYHQ �DQG RSHQ� ZRUNSODFH LV PRUH
SURGXFWLYH WKDQ RQH UXQ SXUHO\ IRU ILQDQFLDO UHWXUQ�
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*HWWLQJ 6WDUWHG*HWWLQJ 6WDUWHG

%HQFKPDUNLQJ 3URJUHVV�

Some questions to ask…

/HDGHUVKLS
'R VWDUV LQ \RXU FRPSDQ\ OHQG FUHGHQFH WR VXVWDLQDEOH GHYHORSPHQW"
+RZ PDQ\ VHQLRU OHDGHUV SXVK WKLV LVVXH"
$UH OHDGHUV IURP DFURVV WKH FRPSDQ\ GHHSO\ LQYROYHG LQ WKH HIIRUW"

([WHUQDO (QJDJHPHQW
:KDW 1*2 SDUWQHUVKLSV DUH \RX LQYROYHG LQ"
:KDW QHZ SURGXFWV KDYH HPHUJHG IURP H[WHUQDO HQJDJHPHQW"

0HDVXUHPHQW

:KDW GR \RX PHDVXUH"
:KR VHHV LW"
:KR XVHV LW"
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*HWWLQJ 6WDUWHG*HWWLQJ 6WDUWHG

%HQFKPDUNLQJ 3URJUHVV�

More questions…

6WUDWHJLF ,QWHQW
,V 6XVWDLQDEOH 'HYHORSPHQW D SDUW RI DQ\ EXVLQHVV SODQQLQJ SURFHVV"
'RHV WKH EXVLQHVV YDOXH RI HQYLURQPHQWDO DQG VRFLDO LQYHVWPHQWV JHW PHDVXUHG"
+RZ ZRXOG \RX FKDUDFWHUL]H \RXU FRPSDQ\·V DSSURDFK� +DUDQJXH� 7RROV� RU ,QWHJUDWLRQ"

6KRUWHQLQJ WKH 9DOXH &KDLQ
'R \RX HQJDJH FXVWRPHUV DQG VXSSOLHUV" &RPSHWLWRUV"
$UH \RX EULQJLQJ \RXUVHOI FORVHU WR WKH FXVWRPHU LQ DQ\ EXVLQHVV"

$GDSWLYH &XOWXUH
:KDW DUH \RX GRLQJ WR LQYROYH HPSOR\HHV DW DOO OHYHOV LQ 6XVWDLQDEOH 'HYHORSPHQW"
'R \RX KDYH DQ HPSRZHUHG� ULVN�WDNLQJ FXOWXUH"
,V 6XVWDLQDEOH 'HYHORSPHQW D IDFWRU LQ UHFUXLWPHQW"

��:RUOG 5HVRXUFHV ,QVWLWXWH

'ULYLQJ ,QQRYDWLRQ'ULYLQJ ,QQRYDWLRQ

³,I DQ\RQH FDQ GR LW� ZK\ DUH VR IHZ DFWXDOO\
SXUVXLQJ QHZ SURGXFW DQG PDUNHW GHYHORSPHQW"´�

Risk

Reward

Franchise

Cost
Reduction

Customer
Loyalty

New
Markets

Although the rewards for customer loyalty and new markets
directed activities can be great, the risk is also significant.
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'ULYLQJ ,QQRYDWLRQ'ULYLQJ ,QQRYDWLRQ

³6R ZK\ VKRXOG ZH EHJLQ SXUVXLQJ WKHVH
RSSRUWXQLWLHV QRZ"´�

• Resource constraints are making franchise protection more
complex and risky.  (ex:  Shell -- Brent Spar, Nigeria)
• Market discontinuities are becoming clearer, lowering
long-term risk for SD market and product development.

Risk

Reward

Franchise

Cost
Reduction

Customer
Loyalty

New
Markets
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'ULYLQJ ,QQRYDWLRQ'ULYLQJ ,QQRYDWLRQ

0RUH HIILFLHQW ³EXVLQHVV DV XVXDO´ ZLOO QRW VXIILFH�

•  Total material, energy, and natural resource use continues to rise,
even in the face of tremendous efficiency gains.

•  Process efficiency alone will never achieve sustainable
development.  Without technological change, process efficiency
simply gets us where we are going faster.

“Energy conservation lowers the real price of energy and thus
induces an energy demand expansion.”
      - David Pearce, Britain’s leading environmental economist
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��:RUOG 5HVRXUFHV ,QVWLWXWH

'ULYLQJ ,QQRYDWLRQ'ULYLQJ ,QQRYDWLRQ

7KH LQQRYDWLRQ LPSHUDWLYH�

•  From 1975 to 1995, 60% of Fortune 500 companies
disappeared from the list.

•  Research by Kim and Mauborgne (Insead):

Out of more than 100 new business launches:
 86% were “me too” launches or incremental improvements.

The remaining 14% (which created new markets) generated:
• 38% of all revenues
• 61% of profits


